
 
 

In out, in out, shake it all about! 

In January this year we wrote about the new tax changes for the 2017/18 tax year. 

A number of these proposals came into force straight away, such as the tax free personal allowance now 
£11,500, changes to the inheritance tax rules for main residences being passed to direct descendants, the 
personal savings allowance and not forgetting the loss of the 10% deduction for people who receive foreign 
pensions.  

However, the three proposals below were stalled by the surprise general election on May 8th, which our crystal 
ball failed to predict... The government is now proposing to confirm these provisions in the Summer Finance 
Bill so, unless it changes again, we thought it a good time to mention the ones that are of most interest and 
worth being aware of.  

Money Purchase Annual Allowance (MPPA) 

The pension flexibilities introduced in April 2015 gave individuals the ability to access their pension savings 
flexibly from the age of 55. 

However, if a person decides to take more than their 25% tax free element (commencement lump sum) from 
a flexible access pension plan AND they are continuing to pay contributions into another money purchase 
pension plan they need to be aware of the MPAA. The total contributions into a pension pot that can receive 
tax relief is reducing from £10,000 per year to £4,000 per year. This includes any employer’s contributions to 
their pension pots.  

It is essential that someone in this position checks the level of contributions they expect to make into their 
ongoing pension plans so that they make sure they won’t exceed this limit. The MPAA is triggered by the 
withdrawal and if it is then exceeded an annual allowance charge will apply which is added to a person’s 
taxable income for the year.  

Pension Advice Allowance 

The new Pension Advice Allowance enables people to withdraw money tax free from their pension plans to 
pay towards the cost of pensions and retirement advice.  It allows up to £500 to be withdrawn on three separate 
occasions, but only once in any one tax year. This enables people, in particular those on lower incomes, to 
seek professional advice that they may previously have struggled to afford.  It also allows people to access 
advice at different stages of their lives, meaning that people of any age can start to plan for their retirement.  

Property and Trading Allowance 

These two allowances mean that individuals with gross (before deducting expenses) trading or property letting 
income  below £1,000 will no longer need to declare or pay tax on that income. Those with income above the 
allowance will be able to calculate their taxable profit either by deducting their expenses in the normal way or 
by simply deducting the relevant allowance. This may be useful where expenses are below £1,000.  

And for 2018/19 - An important change that may affect many people is the reduction of the Dividends 
allowance, currently £5,000, down to £2,000. For those receiving more than this amount the tax due will 
depend on their total taxable income so, if you are a basic rate tax payer, dividends exceeding this amount 
will be taxed at 7.5%. As always watch the budget and spring statement for any changes. 

This article is by Tax Help for Older People registered charity no 1102276 (Scotland no SC045819), offering 
free tax advice to older people on incomes below £20,000 a year. The Helpline number is 0845 601 3321 or 
geographical 01308 488066. 


